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THE AVIATION CORPORATION 

927 Market Street 
WILMINGTON, DELAWARE 


March 26, 1938. 


To the Stockholders of 

The Aviation Corporation: 

The consolidated balance sheet and consolidated profit and loss statement of The Aviation Cor¬ 
poration and subsidiary companies for the fiscal year ended November 30, 1937 are submitted 
herewith. 

Net sales of manufactured products for the fiscal year ended November 30, 1937 amounted to 
$3,987,362.43, compared with $3,511,303.20 for the previous eleven months fiscal period ended 
November 30, 1936. Unfilled orders on hand for Lycoming engines and propellers, Stinson and 
Vultee airplanes amounted to approximately $3,800,000 at the close of the fiscal year, and additional 
orders have since been received totaling more than $1,500,000. 

The consolidated net loss for the fiscal year ended November 30, 1937 amounted to $437,327.49 
after all charges including $323,068.24 of engineering, experimental and amortization of development 
expenses. The consolidated net loss for the year also includes an extraordinary charge of $205,000 
representing the entire cost of the company’s investment in Motor Development Corporation which 
was written off. The company in question had constructed an auto racing plant at a cost in excess of 
$900,000 on premises leased from Roosevelt Field, Inc.; this auto racing venture was financially unsuc¬ 
cessful, the company has been liquidated in 1937 and its well equipped plant, also adaptable to other 
public*exhibition purposes, reverted to Roosevelt Field, Inc. While this project was financially un¬ 
successful, it might prove to be of considerable benefit to Roosevelt Field, Inc., in which your company 
has a substantial investment. 

The results of the operations of the various subsidiary companies and divisions for the fiscal year 
ended November 30, 1937 are summarized as follows: 

Losses: 


The Aviation Corporation (parent company only) . $ 18,356.38 

Aviation Manufacturing Corporation (general office) . 57,947.93 

Aviation Manufacturing Corporation (Lycoming Division) . 464,431.20 

Stinson Aircraft Corporation . 15,003.68 


$555,739.19 

Less Profits: 


American Airplane 6? Engine Corporation. $38,228.00 

Aviation Manufacturing Corporation (Vultee Aircraft Division) - 80,183.70 118,411.70 

Consolidated Net Loss . $437,327.49 


The parent company loss of $18,356.38 resulted after charging off its investment in Motor Develop¬ 
ment Corporation referred to above. 




















The loss of Aviation Manufacturing Corporation (general office) of $57,947.93 represents prin- 
cipally expenditures made for the benefit of that company's operating divisions and subsidiary but not 
chargeable to them. 

The loss of Aviation Manufacturing Corporation—Lycoming Division of $464,431.20 resulted in 
part from the intensive development program in effect during the fiscal year 1937. That division, in 
conjunction with the United States Army, continued the development of a new high output liquid' 
cooled aircraft engine. It is also developing a series of new hollow steel propeller blades which it is 
believed offer distinct advantages over propeller blades now in use. The Lycoming Division also con* 
tinued, during 1937, the development of its air-cooled engine and an improved Lycoming propeller 
hub. 


The Stinson Aircraft Corporation loss of $15,003.68 resulted after extraordinary and, we believe, 
non-recurring charges totaling approximately $38,000. 

The 1937 profit of American Airplane & Engine Corporation, which amounted to $38,228, was 
derived from payments received from tenants and prospective purchasers of its properties located near 
Farmingdale, Long Island, New York. These properties are in part rented under a lease giving the 
tenant an option to purchase, and in part occupied by a prospective purchaser under a contract of sale, 
which contract, however, does not become firm until January 1, 1940. 

Aviation Manufacturing Corporation—Vultee Division realized a profit of $80,183.70 during 
the fiscal year 1937. This division is engaged in manufacturing Vultee bombers under contracts with 
certain foreign governments. Substantial orders now on hand indicate that this division should enjoy 
profitable operations during 1938. 

Schedules of investments in aeronautical securities and other marketable securities are contained 
herein. These schedules reflect the values at which same are carried on the balance sheet and the 
quoted market value at November 30, 1937. 

There is also enclosed herein a schedule of the investments in other securities and proceeds from 
the sale thereof which have been segregated in compliance with the Air Mail Act of 1934. Since the 
close of the year to date, 17,200 additional shares of stock of North American Aviation, Inc. have been 
sold by the Trustees and the net proceeds segregated, leaving 7,800 shares of North American Avia¬ 
tion, Inc. and 6,176 shares of Transcontinental 6? Western Air, Inc. in the names of Trustees remaining 
to be sold. Upon the sale of all of these stocks, the net proceeds therefrom, after deducting costs and 
expenses, including $18,528 representing the cost of exercising stock rights, are to be distributed to the 
stockholders of The Aviation Corporation of record at a date to be fixed by the directors of the cor¬ 
poration, in accordance with authorization of the stockholders given at the previous annual meeting held 
in April, 1937. 


Very truly yours, 


VICTOR EMANUEL, 

President. 







THE AVIATION CORPORATION 


ASSETS 


CONSOLIDATED BALANCE 


CURRENT ASSETS: 

Cash on hand and in banks 

United States Government bonds, at cost 

Marketable securities, at cost (market value, November 30, 1937, $193,675) (see 
schedule) 

Notes and accounts receivable, less reserve 

Indebtedness of officers and employes 

Balance receivable from subscribers to American Airlines, Inc., 4j/2% debentures 
(secured by such debentures—principal amount $64,650) 

Accrued interest and dividends receivable 

Inventories certified by the management as to quantities and condition and valued at 
cost, less reserve 


$ 932,997.74 

25,200.00 

314,580.00 

597,946.51 

5,583.56 

34,842.17 

72,466.51 

2,553,464.09 


Total current assets 


$ 4,537,080.58 


INVESTMENTS (see note): 

American Airlines, Inc.—$3,291,500 principal amount five year 4j/£% debentures, 
due July 1, 1941, at cost— 

Convertible into shares of common stock of American Airlines, Inc. at the 

basic conversion price of $12.50 per share $2,419,312.50 

Nonconvertible 872,187.50 


$3,291,500.00 

Other aeronautical securities at fair values determined by directors at December 31, 

1932 (market value, November 30, 1937, $2,524,674.50) (see schedule) 726,236.00 

Miscellaneous, at cost (unlisted securities) 124,434.10 


INVESTMENTS IN OTHER SECURITIES AND PROCEEDS FROM THE SALE 
THEREOF SEGREGATED IN COMPLIANCE WITH THE AIR MAIL ACT 
OF 1934 (see schedule) 


4,142,170.10 

389,490.42 


LAND, BUILDINGS, MACHINERY AND EQUIPMENT—AT COST 
Less: Reserve for depreciation 


$1,819,676.89 

486,561.73 


IDLE PROPERTY AND EQUIPMENT, AT VALUES DETERMINED BY DIREC' 

TORS AT DECEMBER 31, 1932 $ 578,345.83 

Less: Reserve for depredation 239,319.79 


DEFERRED CHARGES 


1,333,115.16 

339,026.04 

134,470.45 

749,715.86 


$11,625,068.61 


DEVELOPMENT EXPENSES, PATENTS, ETC. 















AND SUBSIDIARY COMPANIES 


SHEET—NOVEMBER 30, 1937 


LIABILITIES 


CURRENT LIABILITIES: 

Accounts payable 
Accrued expenses 

Provision for state and federal taxes 
Customers’ deposits 

PURCHASE MONEY OBLIGATIONS 

RESERVE AGAINST PROPERTIES, LEASES AND CONTINGENCIES 


$ 307,463.09 
114,332.41 
27,633.77 
734,681.38 


$ 1,184,110.65 
42,600.00 
328,991.14 


CAPITAL STOCK AND SURPLUS: 

Capital stock— 

Authorized—5,000,000 shares, par value $3 per share 

Issued—2,831,041 shares $8,493,123.00 

Less: 53,291 shares in treasury 159,873.00 


Outstanding in the hands of the public—2,777,750 shares 
Paid-in surplus 

Earned surplus (deficit) since December 31, 1932— 

Balance, November 30, 1936 

Add: Net loss for year ended November 30, 1937 (as per 
statement attached) 


$8,333,250.00 

4,139,883.97 


$1,966,439.66* 
4 37.327.49* 


Balance, November 30, 1937 


CONTINGENT LIABILITIES: 

Notes receivable of subsidiary discounted 

♦Red 


2.403.767.15* 

- 10,069,366.82 


$ 12,461.12 


NOTES: 

The company as distributee of assets of a syndicate has received notice of proposed assessment 
of federal income tax for the year 1933. The amount of the proposed assessment is $125/ 
718.30 plus interest and, if upheld, will be chargeable in part to other distributees. No 
provision has been made for any liability pending final settlement of the case. 

If the ability of American Airlines, Inc., to operate certain of its equipment which is subject 
to chattel mortgages held by the Reconstruction Finance Corporation is impaired as the 
result of a default under its five year 4j/£% debentures, and resulting action by a debenture 
holder. The Aviation Corporation has agreed either to pay the amounts then owed by 
American Airlines, Inc., on the notes held by the Reconstruction Finance Corporation secured 
by said chattel mortgages, or to operate or cause the equipment to be operated, and pay or 
cause to be paid to the Reconstruction Finance Corporation, the amounts so owed by American 
Airlines, Inc. The amount of such chattel mortgage notes as at November 30, 1937 was 
$1,309,729.47, due in monthly installments to 1940. American Airlines, Inc., is paying the 
regular monthly installments on the notes as they mature and since there is no default this 
notation is for record purposes only. 


$11,625,068.61 


To the Board of Directors, 

The Aviation Corporation. 

We have made an examination of the consolidated balance sheet of The Aviation Corporation and its subsidiaries as at November 
30, 1937 and of the consolidated statement of profit and loss for the year ended that date. In connection therewith we examined or 
tested accounting records of the companies and other supporting evidence, and obtained information and explanations from officers and 
employes of the companies; we also made a general review of the accounting methods and of the operating and income accounts for the 
year, but we did not make a detailed audit of the transactions. 

In our opinion, based upon such examination, the accompanying consolidated balance sheet and related consolidated statement of 
profit and loss fairly present, in accordance with accepted principles of accounting consistently maintained by the companies, their 
consolidated position at November 30, 1937 and the results of consolidated operations for the year ended that date. 

Chicago, Illinois, ^ ARTHUR YOUNG & CO. 

February 23, 1938. Certified Public Accountants. 















THE AVIATION CORPORATION 
and Subsidiary Companies 

CONSOLIDATED STATEMENT OF PROFIT AND LOSS 

FOR THE YEAR ENDED NOVEMBER 30, 1937 


Net sales of manufactured products 


$3,987,362.43 


Cost of sales 3,331,733.26 


Gross profit from manufactured products 

Other income: 


$ 6$$,629.17 

Interest 

$163,763.44 


Dividends 

146,436.4$ 


Rents, etc. 

47,1 $2.27 


Profit on sale of securities 

Expenses: 

18,734.67 

376,086.83 

$1,031,716.00 

Selling, advertising, etc. 

$244,451.90 


General and administrative 

404,869.16 


Engineering, experimental and amortization of development 

323,068.24 


State and federal taxes, other than income tax 

Other charges: 

91,690.89 

1,064,080.19 

$ 32.364.19♦ 

Loss on sale of fixed assets 

$ 2,934.88 


Loss on investment in Motor Development Corporation 

205,000.00 


Other 

14,958.19 

222,893.07 

Net loss before provision for depreciation and federal income taxes 


$ 2$$,2$7.26* 

Provision for depreciation 

Provision for federal income taxes of subsidiary company, including surtax on undistributed 


181,609.17 

$ 436,866.43* 

profits 


461.06 

Net loss for the year 


$ 437,327.49* 


♦Red 
















INVESTMENT IN AERONAUTICAL SECURITIES 

NOVEMBER 30, 1937 


MARKETABLE SECURITIES 


Description 

Number 

of 

shares 

Par value 

At fair value 
determined by 
directors at 

Dec. 31, 1932 

Quoted 
market value 
Nov. 30, 1937 

Listed on stock exchanges: 

Bendix Aviation Corporation, common stock 

Pan American Airways Corporation, common stock 
Roosevelt Field, Inc., capital stock 

500 

135,194 

60,000 

$ 5.00 

5.00 
5.00 

$ 5,000.00 

691,235.00 
30,000.00 

$ 6,437.50 

2,433,492.00 
82,500.00 

Not listed on stock exchanges: 

Canadian Airways, Ltd., capital stock 

2,245 

No par 
value 

1.00 

2,245.00 




$726,236.00 

$2,724,674.50 


Description 

Listed on stock exchanges: 

Barnsdall Oil Company, common stock 
Celanese Corporation of America, common stock 

Ohio Oil Company, common stock 

Paramount Pictures, Inc., first preferred stock 6% cumula* 
tive convertible 


Number 

of 

shares 

Par value 

Cost 

Quoted 
market value 
Nov. 30. 1937 

3,000 

$ 5.00 

$ 87,400.00 

$ 40,500.00 

3,000 

No par 




value 

107,177.00 

59,250.00 

5,000 

No par 




value 

97,077.00 

64,375.00 

300 

$100.00 

24,930.00 

29,550.00 



$314,580.00 

$ 193,675.00 


INVESTMENTS IN OTHER SECURITIES AND PROCEEDS FROM THE SALE THEREOF 
Segregated in Compliance With the Air Mail Act of 1934 

NOVEMBER 30, 1937 


The undernoted are investments carried at fair value determined by Directors at December 31, 1932 plus 
cost of subsequent acquisition 

25,000 shares of capital stock of North American Aviation, Inc. 

(Market value November 30, 1937, $181,250.00) 

6,176 shares of capital stock of Transcontinental 6? Western Air, Inc., including 1,544 shares pur* 
chased during year through exercise of stock rights at $12 per share—$18,528 
(Market value November 30, 1937, $37,828) 

Cash deposited in escrow representing proceeds of sale of other 32,900 shares of capital stock of North 
American Aviation, Inc. 


$ 76,079.75 


313,410.67 


NOTE: $389,490.42 

The stockholders of The Aviation Corporation at their annual meeting on April 20, 1937 authorized the = 

disposal of all of the investments, noted above, at such time and for such price as Trustees holding 
such investments may determine. The net proceeds from such sales and the previous sale of stock of 
North American Aviation, Inc., less expenses and $18,528 advanced to the Trustees to exercise rights, 
to be distributed as a dividend to the stockholders of the Corporation of record at a date to be there' 
after fixed by the Board of Directors of the Corporation. 


OFFICERS AND DIRECTORS 


L. B. Manning 
Victor Emanuel 
W. H. Beal 
L. I. Hartmeyer 
Harold Kondolf 
V. C. SCHORLEMMER 


OFFICERS 

Chairman of the Board 
President 
Vice President 
Vice President 

Vice President and Secretary 
Treasurer 


DIRECTORS 

W. H. Beal 
C. Coburn Darling 
Victor Emanuel 
Carlton M. Higbie 
Harold Kondolf 
L. B. Manning 


Philadelphia, Pa. 
Providence, R. I. 
New York, N. Y. 
Detroit, Mich. 
Chicago, Ill. 
Chicago, Ill. 


Transfer Office: The Aviation Corporation, Room 1936, 
40 Wall St., New York, N. Y. 


Registrar: The Commercial National Bank and Trust 
Company of New York, 56 Wall St., New 
York, N. Y. 

















































